Montana uses a biennium budget; there was not a legislative session in 2018.The 65 th Montana Legislature ended its constitutionally mandated 90-day biennium session with a $10.3 billion, two-year all funds budget in April 2017. The Republican-controlled legislature returned to its contentious tradition. There were several big issues, but due to budget shortfalls, and few policy issues were resolved. Infrastructure bills generally failed, although the first gas tax in decades passed to help with infrastructure needs. Montana's colleges and universities took significant cuts in their budgets and tuition increased roughly 13 percent. Except for K-12 programs, most state agencies' budgets were cut. Overall, it was a grim legislative session that produced very few results and resolved few problems. The balanced budget lasted less than two months when revenue projections turned out to be wrong and the governor had to use his authority to further cut expenses, which included layoffs and additional cuts to state agencies and services. It was a session marked by lack of funds and budget cuts across most agencies. As the fall season began, the state budget appeared to be in shambles only months after the session adjourned. A special session was called in November 2017 to address Montana's $227 million budget shortfall, largely a result of the most expensive state fire season in Montana's history. Bills were passed to address the shortfall. Governor Steve Bullock allowed most of the bills to become law. Although some funding would later be partly restored after the special session for some agencies, most of the cuts remained.
Introduction
The 65th Montana Legislature ended its biennium session with a $10.3 billion, two-year all funds budget on April 28, 2017. The legislature adjourned on a sour note when lawmakers voted to end the session without passing an infrastructure package to pay for a growing queue of road, sewer, and building projects. There was a budget shortfall that led to significant cuts in many areas including higher education and human services. Bills were often used as bargaining chips and the session returned to its historic tendency to be contentious. Montana has a relatively small budget by most state standards and low energy prices were partly to blame for the cash shortfall. The legislature did end with a balanced budget, but one that underfunded many areas. Within a few months, the governor was required to make additional cuts to keep the budget in balance. An early fire season starting in June illustrated how poorly the budget was funded. By late July, the state had spent about $15 million fighting fires and the state was struggling on how to pay for the underfunded firefighting budget. By September, the state was out of funds and FEMA provided its first grants. The fire season sent many tourists home early leaving much of the state covered in a fog of smoke. But by mid-September, rain and snow finally hit ending the state's worst fire season in modern times.
One of the most significant laws passed dealt with raising taxes in a state where raising taxes is not popular. The Republican-controlled legislature had to raise taxes to balance the budget while at the same time reduce spending. The state's financial condition was not left fiscally sound. The legislature passed a $10.3 billion budget, the first increase of the state's fuel tax in 24 years, and policy bills ranging from healthcare to prison sentencing reforms. Though the infrastructure bill did not pass, the legislature did pass some bills that will pay for road, bridge, water, and wastewater projects in in the state. A total of 1,188 bills and resolutions were introduced by lawmakers in 2017. The Republican-controlled legislature left 260 bills for the governor as the legislature ended. The legislature failed at overriding the governor's numerous vetoes. By mid-September, some people advocated that a special session might be needed to fix the state budget as revenue projections were completely off target (Blevins, 2017) . However, the governor continued to work with committees and review the budget agency by agency to try to balance the budget (Cates-Carney, 2017) . This ultimately failed and a special session was called in November 2017.
Demographic Overview
Montana is a large, rural state with a population of slightly over one million as of 2018. The population has slowly increased over the past few decades, but the growth has not been spread evenly. The state had 799,000 residents in the 1990 Census and the population jumped to 905,000 residents in 2000. The state added enough people in the past decade for a growth rate of just below 10 percent. This is the lowest growth rate among the 13 western states. The western part of the state has experienced population and economic growth, while the eastern plains have remained relatively unchanged. According to data provided by moving companies, 54 percent of all moves are outgoing rather than incoming (State Data Lab, 2015) . Furthermore, Montana's population is not very diverse. The largest two groups in Montana's population are whites and Native Americans. Montana is a relatively poor state. Per capita income is $41,809, which ranked the state at thirty-ninth in the nation in 2016. Montanans' income is about 84 percent of the national average. The median household income is $46,230. Montana ranks thirty-seventh nationally in per capita state expenditures. Unemployment was 3.8 percent in October 2018. About 14 percent of Montana's population is categorized as "living in poverty." The average Montanan is 40 years old. Although the state ranks among the lowest in the nation for spending on education, education attainment is relatively good. Ninety percent of the population over 25 years of age has a high school diploma (the fourth best in the nation) and 28 percent of the population over 25 years of age has a bachelor's degree. Montana's gross state product was $45 billion in 2016 (ranked 48 th in the nation). The state receives roughly twice the amount of money back in federal funds than it sends to Washington in taxes.
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Political Context
Montana is a partisan state with competitive political parties, but Montana ranks among the top states with the most influential interest groups (Bowman and Kearney, 2017) . Interest groups tend to dominate the legislature and Montana politics. Political parties are competitive, but relatively weak since parties can provide little financial support its members. This is attributable to the mixed political culture of the state. Unlike some other states in the region like Utah, Idaho, and Wyoming, no single political party dominates politics in Montana. The political culture of Montana is more liberal than Idaho and Wyoming, but more conservative than Oregon or Washington. Western Montana tends to vote for Democrats while Eastern Montana votes Republican (Greene and Lopach, 2008 
Economic Summary
The economy ranks as one of the smallest economies in the nation. The state's economy is dependent on agriculture, tourism, and natural resource extraction. Tourism is an important component of the state's economy with more than 11 million nonresident visitors coming to Montana each year. Nonresident tourists spend about $4 billion annually and tourism supports about 13,000 jobs (Erickson, 2017; Nickerson, 2014 ).
Montana's geographic isolation from major markets, a small and widely dispersed population, and continued dependence on natural resources limit the state's economic growth potential. Montana's economy is hampered by a volatile farm sector, decreased timber available from Montana's national forest lands, its aging industrial plants and infrastructure, and labor shortages. Montana's economy typically rises and falls with the price of commodities. Montana continues to rank at or near the bottom in most economic indicators, with the notable exception of unemployment, which has remained low, including during the Great Recession, in part because Montana produces goods that continued to be used during the recession. Montana is a coal exporter, produces a modest amount of oil, and has three oil refineries. The decrease in oil prices slowed the state's economy. Economists often predict slow economic growth (Barkley, 2015) . Montana's growth has been in the private sector in areas with lowpaying jobs. Montana has had lots of growth in the service and retail areas-Wal-Marts, fast food, and hotels. Despite the professed optimism of some politicians, including governors, the long-term economic outlook remains flat and stagnant. The past two Democratic governors both pledged to bring high paying jobs to the state, but Montana has failed to attract high-tech industries partly due to its isolated location. Montana has been ranked fairly high in recent "friendliness toward business indices," but this is not reflected in the state's economic growth (Tax Foundation, 2017) . Coupled with its isolated location, economic development in the state is an arduous task. Montana was one of the first states in the nation to impose an income tax on businesses. Since 1917, the state has raised corporate net income taxes from one percent in 1917 to its current rate of 6.75 percent. Corporate income taxes accounted for about $153 million in revenue (9 percent) in 2009. Corporate income taxes decreased from 9 percent to 7 percent of total revenue between the 2009 to the 2015 bienniums. The declining trend continued in the 2019 biennium. Although the "big box stores" and service sector firms have made their way into the state, developing the economy has not been an easy task for either political party.
Higher education in the state remains aimed at liberal arts or agriculture. Thus, the state has had limited success in attracting high-tech industries despite efforts by both primary universities: The University of Montana and Montana State University. Moreover, Montana's commitment to higher MT-5 education has dropped dramatically since the early 1990s. In 2011, the state's portion of funding its college and universities had dropped to below 20 percent. In 2013 and 2015, the legislature appropriated enough funding to have tuition freezes. In the last legislative session, higher education funding was cut resulting in 13 percent tuition increases. Except for its one law school, Montana does not have many of the traditional professional schools such as medicine, dentistry, or even a veterinarian school. Overall, Montana's business climate is poor and economic development is difficult in a culture generally opposed to growth.
State Revenue Sources
Revenue was an issue for the 2017 legislative session, but the sources of revenue continue to be the same. Montana gets about 55 percent of its revenues from individual income taxes; 26 percent from various consumption taxes, fees, and other miscellaneous taxes; 11 percent from state property taxes; and roughly 7 percent from corporate taxes. The lack of a general sales tax creates an unbalanced tax structure, although the state does have some limited sales taxes. The state relies on sources of revenue that are less stable and arduous to administer such as state property taxes. Attempts in the past failed to produce an acceptable general sales tax bill. The last time a general sales tax was placed on the ballot was in 1993. It was defeated by voters by a 3 to 1 margin. Montana is one of the few states without a true revenue sharing system with its local governments. Montana has a state lottery, but, like most states with lotteries, it produces only a small portion of total state revenue. The lack of an adequate revenue system has caused the legislature to consider raising taxes on those making $250,000 or more per year. The personal income tax brackets were lowered in 2003 and critics argued that the tax cuts caused the state to lose $100 million annually in revenue. At the time, the top bracket was 11 percent. The legislature considered creating a new bracket of 7.9 percent for those earning more than $250,000. Efforts to simplify the tax code in the 2013 legislature and widen the tax brackets in 2015 were vetoed by the governor. Due to the budget deficit in the last session, many proposals have been suggested to increase revenue such as increased taxes on tobacco, wine, gasoline, and increasing personal income tax (Woods, 2017) . Governors have suggested a general sales tax numerous times, which has always been dismissed by the legislature.
The 2019 Biennium Budget
This section provides some details and comparisons of the Montana biennium budget. The Montana Constitution requires a balanced budget. At $5 billion per year, Montana's budget is relatively small compared to most states. On the revenue side of the budget, the state receives most of its revenues from individual income taxes, a percentage that has been increasing relative to other sources, such as corporate taxes. Table 2 shows per capita spending for Montana and some states located nearby. Table 3 How does the current budget compare to the last budget on the expenditure side? Table 4 compares the 2015 and 2019 bienniums in major categories. The data is straightforward. Expenditures increased for some agencies and decreased significantly for other agencies. Total expenditures are not significantly different than the previous biennium. Table 5 shows the breakdown of the budget by major departments. A decade ago the Montana Supreme Court ruled that the legislature had to define the meaning of a "quality public education," which is a provision in the Montana State Constitution. The legislature has funded K-12 public education during the last five sessions at a higher level than in the past. However, post-secondary education has not fared as well, as the Republican Party legislative majority has increasingly redefined post-secondary education to be more of a private good than a public good. Currently, the state subsidizes less than 20 percent of the cost of tuition for in-state students. Since 1992 the state's financial commitment to higher education has dropped significantly. In 1992, the state funded $4,578 per in-state student; in 2006, the amount had dropped to $3,142 in constant dollars. Between 1992 and 2002 tuition at the state's public four-year colleges increased by 50 percent while median family income increased by only one percent. During this period, the number of students receiving financial aid increased by 370 percent (National Center for Public Policy and Higher Education, 2003). As state funds make up a smaller share of total funding for higher education (a long-term trend that is likely to continue), the university system has relied upon increased student tuition and fees over the years. The 2015 legislature provided some relief by giving higher education enough funding for another two-year tuition freeze, but in 2017 higher education was cut resulting in a 13 percent increase in tuition. Compared to all western states, Montana spends considerably less on higher education per student. Only South Dakota and Colorado spend less per student. Table 4 shows where the state spends the revenue by major functional area. The largest functional area is human services, which consumes 42 percent of the state's resources. Secondary public education is the second largest specific area requiring over 19 percent of the budget. Higher education uses only 6 percent of outlays and transportation consumes 17 percent of the budget. All other areas of state government combined account for about 19 percent of outlays. 
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The 2017 Special Session
Due to underestimating the revenue estimates and the worst fire season on record, Montana's balanced budget quickly faded. The state soon had a $227 million deficit and despite the governor's best efforts, a special session was called. Twenty-four bills were introduced in the special session. Governor Bullock allowed about a dozen of the bills to become law. There were some controversial bills included placing a fee on Montana State Fund investments to raise roughly $30 million over two years, the governor vetoed a bill that would have furloughed some state employees to allocate $15 million to other uses, and a bill related to high-risk insurance pools, and a bill that would save $30 million by extending contracts with a private prison. The legislature used cost shifting by temporarily suspending contributions to the judges' retirement system and to state employee health care plans.
State Agencies reduced their funding to satisfy the budget shortfall. The largest reductions were to Health and Human Services ($110 million total reduction in funding). Reductions included case management services including addictive and mental disorders, Medicaid benefits, and senior and long term care benefits. The largest impact would be to the Prospective Payment System for both inpatient and outpatient Medicaid and Medicare hospital services. (AP, 2017; Office of the Governor, 2017).
Budget stabilization reserve funds were used. State income and expenses are a dynamic system always leaving some unknowns. If earnings turned out to be high enough to cover expenses, excess revenue may replace some of the cuts. This happened in limited cases where some of the cut funds were restored, but overall, Montana's agencies took big hits for the biennium.
Winners and Losers: What did the Legislature Do?
Each year Governing presents the major issues being dealt with by state legislatures. In 2017, with most state assemblies dominated by Republicans, Governing believed the big issues would include the fallout caused by repealing the Affordable Care Act, financial issues, immigration, infrastructure spending, policing issues, legalizing marijuana, opioids, clean energy, school choice, and higher education (Wogan, 2017) . In the case of Montana, only a few of these turned out to be issues in the 2017 session. The dominant issues in Montana's legislative session were infrastructure needs and funding, financial issues due to the revenue shortage, campaign finance, and higher education.
There were 1,188 bills introduced in the 2017 legislative session and about one-third of the bills were signed into law. Like most legislative sessions, the majority of bills never left committee. Below are some of the policy areas that the legislature addressed in 2017. The 2017 legislative session was not a very productive session, mostly due to shortfalls in revenue. Much of the time was spent balancing the budget and making cuts throughout state government.
Infrastructure Funding
Legislators worked hard on infrastructure projects to fix Montana's ailing system of roads, bridges, sewer and water systems, and schools. The two-year budget sent to the governor authorized $1.1 billion, including the Federal Government matching money, for spending on infrastructure. However, cash expenditures totaled only $173 million. Despite much effort, the legislature failed to adequately address infrastructure. The House ultimately broke down along partisan lines and defeated two major bills that would have paid for rural water projects and another to build or renovate schools. Despite spending much of the session talking about infrastructure needs and legislation for those needs, infrastructure will largely MT-10 be passed on to the next session in 2019. It is noteworthy to mention that the session ended in a chaotic effort to secure bonding to fund infrastructure, but the efforts failed and the session adjourned.
Increase the State's Gas Tax
The legislature passed and the governor signed a bill that increases the state's gas tax. This is the first time the gas tax has been raised in many years and is part of the effort to address the state's infrastructure needs. The legislation passed after a proposed fuel tax increase was reduced from eight cents to 4 ½ cents per gallon. The amended version also raises vehicle registration fees by 3 percent. The money raised through the new law will be used exclusively to pay for upgrades and repairs to highways and bridges. The increase raises the state tax on gasoline to 31.5 cents per gallon, which is below the national average.
Medical Marijuana Reform
Medical marijuana has been controversial since it originally passed by initiative in 2004. It has gone through many reforms over the years. There is a general consensus that Montana's system of regulating medical marijuana was in need of still more reform. The legislature did not enact overly restrictive or permissive regulations that have plagued the medical marijuana industry since 2004. Largely following the recommendations offered by medical marijuana advocates themselves, the legislature created a system for collecting fees from medical marijuana dispensaries and issuing licenses to those that meet basic guidelines. They also required a tracking system to ensure the drug is being sold as intended. Legislation was introduced to tax medical marijuana at 6 percent on the sale price to help increase state revenue, but the legislation never made it out of the committee.
Jail Diversion
Steps were taken to help with jail diversion using a series of twelve specific recommendations offered by the state Commission on Sentencing Legislation. Criminal justice laws were revised to eliminate burdensome requirements while freeing courts and the Department of Corrections to take advantage of proven interventions. Revisions were also passed to revise county crisis intervention and jail diversion grant procedures.
Higher Education
In the last legislative session, the legislature provided the university system with enough money to freeze tuition for students for two years. This was not the case this session. The legislature cut funding to the Montana University System which resulted in a 13 percent increase in tuition at most schools. The MUS budget was cut by $27 million for the biennium.
Faculty salaries have been an issue in the state for decades. Montana is ranked 50 th on overall compensation for faculty (salaries, benefits, and retirement). Faculty at the state's two main campuses earn roughly 68 percent of the national average. Some of the state's colleges have had declining student enrollments, including the University of Montana, which has seen its enrollments drop to 2007 levels. Some of the state's colleges have had to make deep cuts and offer fewer classes due to declining enrollments and budget shortfalls. The most notable exception within the Montana University System is Montana State University in Bozeman where enrollments have increased significantly and subsequently budgets have increased in what is now a heavily tuition driven budget model for post-secondary public education.
The legislature and the Montana University System faced a crisis in the past two sessions. The state's historic flagship school, the University of Montana, has experienced constant drops in enrollment since 2008 and has faced an enduring budget crisis. Having lost more than 4,000 students and failing to make adequate adjustments, the president resigned in December 2016 and was replaced by interim President Sheila Stearns, a longtime member of Montana University System and former Commissioner of Higher Education. Stearns served as president while the University of Montana searched for a new president and attempted to fix a $15 million annual budget shortfall. The University of Montana will have to make significant cuts and adjustments to downsize to its current enrollment of roughly 11,500 students, which continues to decline each year. Mr. Seth Bodnar, who has a military and corporate background, but no management experience in academia was hired. The student enrollment for Fall 2017 was a 1,400-student decrease (Szpaller, 2017) . Enrollments declined again in Fall 2018 by 7.6 percent (Reilly, 2018) . A new provost was hired and the new leadership together initiated a plan to reduce the instructional budget from 38 to 33 million dollars.
Education and K-12 Funding
The legislature provided an increase in state aid to K-12 schools. The funding provides inflationary adjustments for quality educator payments. K-12 was one of the few functional areas where spending increased (Montana Public Education Center, 2017). Charter schools are not allowed in Montana. It is one of seven states in the nation that has not passed charter school legislation. Efforts to increase school choice failed in the session as it has in the past. After negotiations with the governor, the legislature approved spending $6 million to test ways to expand 4-and 5-year-old children's access to preschool in the state. The funding will last two years as a pilot project and be reassessed in the 2019 legislative session.
Clean Energy
Coal is controversial in Montana. Lawmakers passed a number of relatively minor bills related to clean energy including a bill requiring Colstrip powerplant owners to submit a remediation plan for the closure of the plant's two oldest coal-fired units scheduled by July 2022. However, they also approved a plan to allow Colstrip owners to borrow up to $10 million a year from the state to keep the units running until that time. Another bill that would have required the owners to compensate property owners, governments, and workers for losses related to the closure failed to pass. However, no significant legislation was passed and signed into law.
Real ID
The Real ID federal law was passed in 2005. Montana did not make the state's drivers licenses compliant for 12 years. However, near the end of the session the legislature finally passed a measure to create two Montana driver's licenses -the current driver's license would not have been accepted as federal ID to fly on airlines as of January 1, 2018, but a new ID that costs more will be compliant with federal regulations for identification (Monares, 2017) . Montana still failed to get the Real ID licenses out in time and was granted another extension.
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Legislative Referendums and Initiatives
There were few legislative referenda and initiatives on the 2016 general election ballot and only two of the four were passed by voters: a constitutional initiative (CI) to ensure that the rights and interests of victims of crime are respected and protected by law and an initiative (I) to expand access to medical marijuana
Conclusion
The state budget is $10.3 billion for 2018 and 2019 and was supposed to leave an estimated $200 million in reserve; however, the budget went out of balance almost as soon as the session ended due to revenue projections being wrong. Most state agencies saw their budgets trimmed. The legislature also created a budget stabilization reserve fund with rules meant to allow the governor to respond more quickly to future revenue drops. Like many sessions in the past, the 2017 legislative session illustrated the dilemmas of relying on a part-time, amateur legislature that meets every other year to construct a budget and deal with significant policy issues. The lack of continuity of leadership exposed the problems of term limits, revealed the power of Montana's special interests, and the power of the governor in the budgetary process. The legislature passed a budget that made only short-term fixes, but did little to make structural changes that would enhance the state's economy, provide a more stable revenue system, or make long term commitments to areas such as healthcare and higher education. The prospects for the next legislature do not look promising as it appears the next session will also focus on a revenue shortfall. The revenue shortfall that led to a special session was caused by not adequately adjusting spending while energy revenues from coal and natural gas were adversely affected by lower energy prices. It is fair to say that the 65 th Legislative Session was not a success.
